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PLANNING FOR ECONOMIC WARFARE 


By LowE_L M. PUMPHREY 


HE fact that modern warfare is highly economic in character has been 
universally recognized. In both the democratic and the totalitarian 
world, it is well understood that in present day conflicts between national 

states or combinations of states victory can normally be achieved only by a 
protracted economic and military effort overmatching that of the enemy. In the 
economic sphere, therefore, the basic problem of a nation is to achieve an 
organization that maximizes simultaneously the current diversion of economic 
effort to military purposes and the capacity of the state to withstand the strain 
of such diversion over the prolonged period that must elapse before complete 
victory is won. All the economic measures taken in such an effort together 
constitute total economic warfare. 

Despite an understanding of the broad nature of the problems involved, 
months of almost uninterrupted disaster to one after another of the unprepared 
democratic states have still failed to drive home to the remnant of the demo- 
cratic world either the tremendous organizational adjustments required to 
achieve a shift from a peacetime to an effective war economy or the full po- 
tentialities of total economic warfare.’ In Great Britain, the Churchill Govern- 
ment has followed in the footsteps of the Chamberlain Government by continu- 
ing to pursue a policy of decentralized planning and administration of economic 
activity and, incidentally, of meeting public clamor against its failure to achieve 
sufficient war production by periodic reshufflings of Cabinet posts.” Even more 
ironic has been the experience of the United States. After a vivid recognition of 
the significance and the possibilities of economic warfare in the latter stages of 
the World War and the immediate post-war era, a long period of peace has 
dulled the American sense of the myriad ramifications of economic warfare. A 
lack of sufficient enlightened public interest has allowed the economic warfare 
work of the United States Army, which made an excellent start in the early 
post-war era,’ to drift into a state of innocuous desuetude. “Thus, we have seen 
in the recent United States preparedness effort the passing over of the carefully 


1 Among the major tragedies of this war has been the failure of the leaders of the 
great democratic powers (with the exception of M. Paul Reynaud, who arrived in control 
too late) to bring to the vital econcmic issues the same sagacity and understanding that 
they have brought to the political and general strategic issues. 

* Thus the vital Ministry of Supply has been headed seriatim by Leslie Burgin, Herbert 
Morrison, Sir Andrew Duncan, and Lord Beaverbrook. The Board of Trade has been 
presided over by Oliver Stanley, Sir Andrew Duncan, Captain Oliver Lyttelton, and 
(again) Sir Andrew Duncan. The lamentable deficiencies of the Churchill Government 
in the economic sphere, after a twelve months’ conspiracy of silence, finally came to light 
in July 1941. 

*The Army Industrial College, for example, was established in the Cffice of the 
Assistant Secretary of War in 1924. 
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prepared Army plans of industrial mobilization* and the adoption instead of 
hybrid organizations similar to those utilized in the early days of the first 
World War. This repetition in the United States of many of the organizational 
blunders of the first war has caused much heartburning both in military and. 
economic circles. Unfortunately, the momentum of the program has been such 
that the real possibilities of economic warfare are still only very partially ex- 
ploited in this country and show every sign of being left in that state for a 
considerable time to come. 

Only in Germany has there been a steady evolution both in the understand- 
ing of the relationships of economics to modern warfare and in the transformation 
of this understanding into the realm of practical operation. In the immediate 
post-war period, both the German and the American Armies recognized that 
it was the unexpectedly prompt harnessing of the American economic potential 
for war and the exhaustion of a limited German potential that was ultimately 
responsible for the military collapse of Germany. As so often before in the 
history of the world, the defeated army took the lesson to heart and profited. 
The Reichswehr recognized that the economic character of modern warfare 
made it imperative that a section of the German officers—both in the Army 
higher and middle command and in the General Staff—have a professional 
understanding of economics. As a result, a nucleus of German officer-econo- 
mists, trained to deal with the various problems of economic mobilization that 
impinge on the military, was built up in the days of the Weimar Republic.” 

Measures of economic warfare (using the term in its broad sense as defined 
above and not in the limited sense of measures specifically directed towards 
frustrating the efforts of the enemy in the economic sphere) fall into two 
basic categories: (1) economic-strategic; and (2) economic-tactical. By economic- 
strategic is meant those measures in the economic sphere comparable to the 
measures covered in military terminology by the same expression. By economic- 
tactical, similarly, is meant the economic measures taken to implement the stra- 
tegic measures. Three major types of decisions may be called for in economic 
warfare: 


1. Basic policy decisions involving consideraticn of the economic situation in relation 
to all other aspects of the total situation and a determination of economic purposes in 
relation to all other ramifications of general purpcse. 


2. Administrative economic decisons involving the determination cf arrangements and 
measures most effective for carrying ovt a basic economic purpose decided with reference 
to the total war effort. 


3. Technological decisions involving the determination of the most effective physical 
arrangements and measures for accomplishing the physical results requisite for the ful- 
filling of economic purposes. 


*The various Industrial Mobilization Plans (1931-1939) of the United States Army- 
Navy Munitions Board, although deemed worthy of the closest study by the Government 
of the Third Reich in formulating its own industrial mobilization plans, were ignored 
by our Government in 1939. 


* This was true not only for the economic but also for the other professional disciplines, 
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The German War Economic Organization 


The key economic planning organization of Germany—the /Vehrwirt- 
schaftstab (the War Economy Staff of the High Command )—was established 
in 1935. Its personnel, headed by Colonel of Infantry Thomas, was recruited 
from the staff of officer-economists which was the legacy of the Reichswehr.° 
From the beginning the Wehrwirtschaftstab planned the organization of the en- 
tire German economy with reference to basic military needs. In this role it 
acquired responsibility for allocating all labor and matériel, developing and 
locating productive capacity and transport facilities, and coordinating the entire 
economy. In addition, it has functioned as the economic intelligence branch 
of the General Staff (although it is nominally independent). Thus, the Wehr- 
wirtschaftstab combines the functions of the planning divisions of the United 
States Army-Navy Munitions Board and of the planning sections‘ of the Office 
of Production Management and the other civilian agencies as well as some 
of the activities of the Intelligence and Supply Sections of the General Staff. 
Unlike the corresponding American organizations, however, it has had from 
the beginning the necessary powers to put its plans into effect. Since 1935 
the Army economic departments have dominated the entire German economic 
effort; it is this centralization of planning and the power to carry out the 
economic plans that so distinguishes the German from the American effort. 
One of the most obvious and frequently criticized weaknesses of the present 
American preparedness program is the complete failure either to provide for a 
centralization of responsibility for planning of the program or to grant any of 
the myriad military and civilian planning agencies (between which no satisfactory 
liaison has yet been established, with the result that endless duplication of effort 
continues) the power to implement their plans. 

The supreme advisory organization for German war policy is the ehrmacht- 
samt—the Supreme Command of the Armed Forces under General Wilhelm 
Keitel—which is composed of high staff officers from the Army, Navy, and Air 
Force, and selected civilian specialists in economics and other disciplines.” The 
W ehrmachtsamt serves as the private staff of the Fihrer in his capacity of Su- 
preme War Lord and advises on the supreme war policy of the Reich in the 


such as political science, sociology, and psychology, which are of a direct significance for 
a total military effort. 

* Authoritative published infermation on the Wehrairtschaftstab was lacking until 1940 
as a result of the German Government’s policy of secrecy regarding its operations. 
Towards the end of 1940 this ban was deliberately lifted, and an “official” article on the 
W ehrwirtschaftstab by Hans Baumgarten, “Die Neve Waffe,” appeared in Der Deutsche 
Volkswirt, Cctober 18, 1940. 

“Despite the fact that these civilian agencies, technically, are concerned only with the 
facilitation of procurement of items of the type and in the quantities decided upon by the 
armed services, they have from the beginning been involved in activities (e.g., plant 
location, efc.) that are true planning operations. 

*Hanson W. Baldwin, United We Stand! (New York, 1941) p. 138, and New York 
Times, Magazine Section, April 13, 1941. 
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light of all the information at the disposal of this selected group of experts in 
all the key disciplines that go into the waging of total war. “Thus, the broadest 
type of economic considerations are brought to the attention of this supreme 
advisory group. (This, of course, is true not only for economics but for all 
the other disciplines.) The estimate of the situation that can be made by such 
a body embodies the most advanced and comprehensive consideration of all the 
varied elements that are relevant in modern war. 

In Germany, most of the actual administration of the Wehrwirtschaft was 
from the beginning placed in the hands of civilian departments, for it was 
recognized that the planning and the management of such an economy called 
for a judicious division of responsibility between military and civil groups.” Upon 
the outbreak of war, Field Marshal Goring, in his role of economic czar, 
established a General Council consisting of the heads of the Four-Year Plan 
Bureaus; the Wehrwirtschaftstab of the High Command; the departmental 
chiefs of the Ministries of Agriculture, Economic Affairs, Labor, Transport, 
Armament and Munitions, and Interior; the Price Commissar; and one repre- 
sentative of the Nazi Party.’ This body serves as a true economic General 
Staff for the coordination of the administrative agencies of the German economy 
during a capital war and provides a system of liaison of unrivaled effectiveness 
between these key economic agencies. 

Thus we see that the war economic organization of Germany in the sphere 
of grand strategy falls into three parts: 


1. Supreme policy decisions, which are made by Adolf Hitler upon the advice of an 
advisory military body especially qualified to make an estimate of the situation in the 
light of all the information available. 

2. General planning, undertaken by a military body, with the administration of plans 
carried out by both military and civilian departments. 

3. Coordination of administrative agencies through a General Council of mixed mili- 
tary-civilian membership. 


The development of a trained staff of officer-economists had the further ad- 
vantage of making possible the extension of the economic warfare activities of 
the Wehrmacht into the tactical sphere. The extension of economic warfare 
into the actual theater of military operations constitutes perhaps the most 
original achievement of the /Vehrmacht in this field. Even in the last war some 
use was made of special squads of great mobility for technical operations, such 
as construction. The /Vehrwirtschaftstab improved upon World War practice 
and created special Vehrwirtschaftstruppe. “These economic troops consist of 
specialist units, commanded by officers from the /Vehrwirtschaftstab, which are 
used for the repair and operation of mines, electrical works, chemical works, and 


* Thomas Reveille, The Spoil of Europe (New York, 1941). This book contains the first 
comprehensive treatment in English of the H’ehruirtschaft and the German system of 
exploiting the occupied areas of the Continent. 

“German War Organization,” The Economist, May 17, 1941, contains a brief but 
enlightening discussion of the structural pattern of Nazi economy. 
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the like. They were effectively used in the French campaign of 1940, in which 
their function was to prevent by their presence and intervention the regular 
army forces from handling inappropriately the economic matériel of conquered 
territories. Liaison officers from the Wehrwirtschaftstab were attached to the 
staffs of the advancing armies and served as special staff officers to advise them 
how to conduct their operations so as to minimize unnecessary destruction to 
key economic objectives in the overrun territorities. The successful utilization 
of these specialist troops represented a major achievement in liaison with the 
regular army units and obviously called for an intimate understanding of the 
economic organization of the invaded areas. 

This examination of the German system of organization suggests that economic 
warfare operations should be differentiated not only according to whether they 
are tactical or strategic in character but also as to whether their successful per- 
formance requires the use of professional soldier-economists or can be fulfilled 
adequately by civilian specialists working in conjunction with the military. In 
certain important areas of strategic planning the best results can often be achieved 
by the utilization of mixed staffs of specialists from both military and civilian pur- 
suits. "This is especially likely to be true in the highest spheres of policy advice. 
Here the extremely broad provinces of knowledge that have to be covered will 
normally recommend the resort to a number of specialists, all of whom, how- 
ever, have the one common denominator of an understanding of the broad 
principles of military strategy. 

In the sphere of general strategic planning either policy may be successfully 
followed. The decision as to which is preferable is dependent in practice on 
the existence or non-existence of a group of military men who are sufficiently 
trained to develop sound general economic plans. In the case of Germany such 
a body was available and was used. The advantage of utilizing a military body 
for formulating the war economic plans of a country lies in the superior coordi- 
nation of military and economic considerations made possible thereby. On the 
other hand, if there is not a sufficient number of officer-economists qualified to 
devise and administer the general economic planning activities, it may be far 
better to resort to a division of effort between the available officers who have 
such a training and the most expert civilians available. “To secure adequate 
economic planning for a war economy, however, it is essential that the members 
of the mixed group to which this responsibility is entrusted should be able to 
understand one another and work together effectively.’ Very often, indeed, 
the ablest academic economists lack either a proper administrative sense or a 
yrasp of the fundamental differences between a wartime and a_ peacetime 
economy. Similarly, some of the most competent army officers find it impossible 
to grasp the intricacies of modern economic interrelationships that must be 


1 Many of the shortcomings of the current American effort have arisen from the failure 
of the civilian and military groups engaged in planning and procurement to reach a 
satisfactory understanding of each other’s special problems. 
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understood if an integrated war economic organization is to be devised. 

In the case of tactical operations, trained army officers are essential for both 
command and staff functions. Herein lies a further advantage of having a con- 
siderable number of trained officer-economists in the armed services of a country. 


Can the United States Establish an Effective Wartime Economic Organization? 


The post-war history of the United States affords a basis of reasonable 
optimism that this country can establish an effective war economic organization. 
During the 1920’s the United States Army made great strides in its economic 
mobilization plans. The relatively static state of American efforts as compared 
with German efforts in the 1930’s should be attributed primarily to an absence 
of an appropriate psychological milieu in this country. Thus, the establishment 
of the National Defense Advisory Commission in 1940, rather than a War 
Resources Administration as recommended in the War Department mobilization 
plans, was probably due largely to the Administration’s fear that American 
public opinion was not then prepared for such a drastic step as the establishment 
of a really powerful central administrative body. ‘The time, however, has come 
when the United States must resume where it left off in the ’20’s. 

The first essential of an enhanced and vigorous preparedness effort in this 
country is the establishment of a supreme advisory group corresponding to the 
W ehrmachtsamt.” First things must come first. Without a more unequivocal 
military foreign policy our defense effort will continue to be handicapped. It 
is often overlooked, but the fact remains that a war effort may fail from mis- 
directed production arising from a failure to integrate production with the vital 
strategic needs of a nation as well as from inadequate production arising from 
a failure to organize the productive resources of the country. In this country 
our attention has been focused on the failures in the productive sphere arising 
from diffuse and uncoordinated planning and administration, to the exclusion 
of our more serious failure to arrive at a clearly defined military foreign policy 
that would, among other things, prescribe the appropriate weapons. Although 
our present diffuse planning and administrative system may suffice to create 
a large volume of war instruments because of our inherent capabilities in pro- 
duction, it offers small hope that we will be successful in the more vital sphere 
of providing for the effective utilization of those instruments. 

The urgent necessity of the establishment of an economic organization to 
supervise and coordinate the myriad of existing agencies that are now attempting 
to deal with planning and procurement has fortunately received widespread 
recognition. Never have the needs been summarized more succinctly than in 
an editorial in the New York Times on July 3, 1940: 


2 George Fielding Eliot, “Planning fer Victory,” Foreign Affairs, July 1941, and 
Hanson W. Baldwin, op. cit., pp. 130-51. The current literature contains a number of such 
attempts by able military critics and publicists to drive home to the American people the 
basic requirements of an effective preparedness program. 
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There must be a master planning board at the top, able to make the over-all strategic 
and industrial decisions. This board should contain the best strategical brains of the 
Army, Navy and air forces, as well as civilian industrial and economic experts and first- 
rate non-special minds. Until such an advisory War Planning Board is functioning 
effectively, we may expect continuance of a lopsided and archaic defense program, with 
many needless gaps and bottlenecks. 


As compared with the urgent necessity of arriving at a clear-cut military 
foreign policy and achieving an integrated war economy, the training of the 
United States Army so that it can undertake an extension of economic warfare 
to the tactical sphere may seem of relatively minor importance. Nevertheless, 
the successful utilization of the German Wehrwirtschaftstruppe indicates that 
this country cannot afford to lag behind in this sphere either.” The United 
States has an almost unlimited body of trained mechanics to make up the enlisted 
personnel of such specialist troops. It would be confronted with an extremely 
dificult task, however, in recruiting an officer personnel. It lacks at present 
either a group of economists trained in military matters or a large group of army 
officers with a professional understanding of economics. It is clear that the 
officer force for specialist economic units must be trained from the ground up. 
The United States Army must either select a group of regular or reserve officers 
and give them a rigorous training in technological economics or else transform 
a body of economists into trained officer-economists by giving them a rigorous 
training in military science. It is obvious that the training of an officer staff for 
specialist economic troops will involve long and intensive training, but the risks 
inherent in our defensive military policy are such that a vigorous effort is clearly 
called for. 


Indeed, in the absence of general public agreement on the necessity of a military 
policy of the offensive, it may perhaps be argued that there is a vital need for the 
United States Army becoming prepared to carry out such operations. In the event of an 
invasion, it is a matter of profound national importance that the Army have formulated 
plans and created specialist troop units that are able to carry out quickly the dismantling 
of essential industrial plants on the East Coast, both to keep the plants out of enemy 
hands and to preserve the naticnal economic stock. 
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